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SUBJECT: PRESIDENT PEREZ' ECONOMIC PROGRAM -SOME 
BACKGROUND AND ANALYSIS 

REF: CARACAS 3769 AND SUBSEQUENT MESSAGES 

SUMMARY: WHAT HAS BEEN PRESENTED OF PRESIDENT PEREZ' NEW 
ECONOMIC POLICY IS SO FAR-REACHING IN ITS NATIONALISM AND RE- 
STRUCTURING OF THE ECONOMIC SYSTEM THAT LOCAL OBSERVERS MOST 
AFFECTED ARE DEFERRING COMMENT PENDING FURTHER STUDY. ON THEIR FACE 
PEREZ' MAY DAY PRONOUNCEMENTS AND ASSOCIATED LEGISLATIVE ACTS 
SEEM TO CONFIRM A COMMITMENT TO NARROWING THE INCOME DISTRI- 
BUTION GAP REGARDLESS OF ESTABLISHMENT FEELINGS. HE IS ALSO 
ATTACKING FOREIGN INVESTMENT. HE DOES NOT SEEM TO EXCLUDE PAR- 
TICIPATION BY FOREIGN AND DOMESTIC PRIVATE CAPITAL IN VENEZUELA'S 
ECONOMIC LIFE, BUT HE IS CERTAINLY INCREASING CONTROL OVER IT AND 
LIMITING ITS FIELD OF ACTION. PEREZ APPEARS TO BELIEVE THAT IF HIS 
ADMINISTRATION CANNOT MEET THE RISING EXPECTATIONS OF A MAJORITY 
OF HIS FELLOW CITIZENS THEN DEMOCRACY IS FINISHED HERE. HE IS 
SEEKING TO AVOID THIS RESULT IN A SINGLE-MINDED WAY AND WITH A TYPE 
OF IDEALISM IN HIS EXHORTATIONS. WHATEVER HE 
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CONTENT (AS REVEALED SO FAR) PEREZ PROBABLY ASSUMES THAT HE HAS 
WIDESPREAD DOMESTIC SUPPORT. END SUMMARY. 

1. PRESIDENT PEREZ' NEW ECONOMIC POLICY FOR VENEZUELA AS RE- 
VEALED IN HIS MAY DAY (APRIL 29) ADDRESS, THE IMPLEMENTING DECREES 
ANNOUNCED IN IT, AND THE FLURRY OF BILLS INTRODUCED SIMULTANEOUSLY 
IN THE CONGRESS HAS PRODUCED A TREMENDOUS IMPACT HERE. ITS ELE- 
MENTS ARE SO VOLUMINOUS AND FAR-REACHING THAT LOCAL OBSERVERS 
WHO WERE MOST AFFECTED ARE REFUSING EXTENSIVE COMMENT PENDING 
THOROUGH STUDY. PARTICULARLY STUNNED WERE COPEI AND THE REST OF THE 
OPPOSITION, WHICH HAD TAKEN IT AS AN ARTICLE OF FAITH THAT PEREZ AND 
ACCION DEMOCRATICA WERE IN LEAGUE WITH FOREIGN AND DOMESTIC PRIVATE 
CAPITAL, ONLY TO BE CONFRONTED WITH A PROGRAM WHICH, IN ITS OWN WAY, 
IS MORE REVOLATIONARY THAN ANY SEEN IN THE PAST FIVE YEARS UNDER A 
COPEI ADMINISTRATION. 

2. PEREZ SEEMS TO BE SAYING THAT HIS ELECTION SLOGAN "PACT WITH 
THE POOR", I.E., TRYING TO NARROW THE INCOME DISTRIBUTION GAP, 

IS IN FACT THE BASIS OF HIS ENTIRE DOMESTIC POLICY. HOWEVER, HE IS 
ALSO ATTACKING FOREIGN INVESTMENT, COURSE OF ACTION THAT COULD 
RUN COUNTER TO HIS INTENT TO IMPROVE THE LOT OF THE POOR. IT NOW 
SEEMS CLEAR THAT PEREZ IS PREPARED TO STEP ON MANY ESTABLISHMENT 
TOES, FOREIGN AND DOMESTIC, IN IMPLEMENTING HIS PROGRAM. HOW- 
EVER, THE DETAILS OF SOME OF HIS PROPOSALS REMAIN TO BE 
SPELLED OUT, AND THERE ARE LOOPHOLES WHICH COULD SOFTEN THE IMPACT. 
ALSO, IN A COUNTRY WHERE MANY DRACONIAN LAWS, REGULATIONS, AND 

PRONOUNCEMENTS GATHER DUST, SOME OF PEREZ’ POLICIES, LIKE HIS 
WIDELY 

IGNORED BAN ON HORN-HONKING AND HIS EDICT OPENING BEACHES 
TO THE PUBLIC, WILL PROVE EPHEMERAL. HOWEVER, SINCE THE SUCCESS 
OF PEREZ’ ECONOMIC POLICY IS FUNDAMENTAL TO THE SUCCESS OF HIS 
ADMINISTRATION, HE WILL BE ANXIOUS TO FOLLOW THROUGH ON MUCH OF 
HIS PROGRAM. 

3. AS FOR PEREZ' MOTIVATION, HE BELIEVES, AS HE SAID IN HIS SPEECH, 

THAT "THIS IS THE LAST OPPORTUNITY TO STRENGTHEN DEMOCRACY." HE 
FEARS THAT, GIVEN HIS MANDATE AND HIS PARTY'S MAJORITIES IN THE 
CONGRESS, IF HE CANNOT MAKE A DEMOCRATIC SYSTEM MEET THE NEEDS 
OF THE MAJORITY OF VENEZUELANS, THEN DEMOCRACY IN THIS COUNTRY 
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WILL RAPIDLY DISAPPEAR.WHETHER ONE AGREES OR NOT WITH THE 
ACTIONS PEREZ IS TAKING TO FORESTALL THIS EVENTUALITY, ONE CAN 
UNDERSTAND THE URGENCY SUCH AN APOCALYPTIC OUTLOOK GIVES HIM. 
FURTHER, WHILE PEREZ MAY BE IGNORANT ABOUT ECONOMICS AND 
CAPITAL INCENTIVES, NO ONE CAN DENY HIS SHREWDNESS ABOUT VENE- 
ZUELAN POLITICAL REALITIES. 

4. THE SPEECH PUT ALL PRIVILEGED SECTORS-DOMESTIC AS WELL AS 
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FOREIGN-ON NOTICE THAT HENCEFORTH THEIR ROLE WILL BE PLAYED OUT 
WITHIN THE CONTEXT OF AN ATTEMPTED SOCIAL AND ECONOMIC OVERHAUL. 
NEVERTHELESS, PEREZ HAS LEFT HIMSELF SOME FLEXIBILITY AS TO HOW HIS 
MEASURES WILL BE IMPLEMENTED, BOTH THROUGH USE OF VAGUE AND 
FUZZY WORDING AND THROUGH OMISSION OF IMPORTANT DETAILS OF SOME 
PROPOSALS. 

5. IRONICALLY, PRESIDENT PEREZ SHARES WITH SOME OF THIS 
NATION'S ANDEAN CAUDILLOS A SINGLE-MINDED DRIVE AND A CERTAIN 
IDEALISM WHICH IS ALIEN TO THE MORE "TROPICAL" CRIOLLOS OF THE BIG 
CITIES, THE CENTER AND THE EAST. ALSO IRONICALLY, NATIONALISM, 

WHICH PEREZ 1 COPEI PREDECESSOR BRANDISHED FOR EFFECT, AND THE EX- 
TREME MANIFESTATION OF WHICH HE HAS SOMETIMES DISDAINED, IS BE- 
COMING FOR PRESIDENT PEREZ AN ARTICLE OF FAITH INEXTRICABLY LINKED 
TO THE FUTURE OF DEMOCRACY IN VENEZUELA. 

THESE FACTORS ARE COUPLED WITH PEREZ’ POLITICAL 

POWER TO MAKE ALMOST ANY CHANGES 

HE WANTS IN VENEZUELA'S ECONOMIC LAWS AND REGULATIONS-HE CAN, 

IF HE WISHES, EVEN AMEND THE CONSTITUTION WITHOUT ASSISTANCE 
FROM OTHER PARTIES. THUS, ALTHOUGH THE EMBASSY DOUBTS THAT 
HIS PRONOUNCEMENTS, INCLUDING THE MAY DAY (APRIL 29) ADDRESS, 

SHOULD BE VIEWED AS A DETAILED BLUEPRINT OF EXACTLY WHAT HE WILL DO, 
THE HARD FACT IS THAT, POLITICALLY, HE CAN DO LARGELY WHAT HE CHOOSES 

MCCLINTOCK 
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